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Although it is intuitive and morally compelling that the worst forms of child labour should be eliminated,
banning them in poor countries is unlikely to be welfare improving and can come at the expense of human
capital accumulation. We show that the existence of harmful forms of child labour, in fact, has an economic
role: it helps keep wages for child labour high enough to allow human capital accumulation. Therefore,
unless appropriate mechanisms are designed to mitigate the decline in child labour wages caused by reduced
employment options for children, a ban on harmful forms of child labour will likely prove undesirable
in poor countries. We perform our analysis within a simple two-period model of parental investment in
children’s education and nutritional quality.
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JEL classiﬁcation: I00, J20, O011 Introduction
If we were to gather a large crowd of people from diverse origins in a football ﬁeld around any European
city, asking them to vote on a ban on harmful forms of child labour, no doubt they would unanimously vote
in favour of the ban. In fact they have nothing to lose in this vote and they might even think that they are
doing something good. It may come as a surprise to them, as it did to us, that poor countries might not gain
from such convention. This paper provides a welfare evaluation of the new convention on the worst forms
of child labour initiated by the International Labour Organisation (ILO).
The international consensus on the elimination of child labour is built around three main concerns: the
protection of children, their mental and cognitive development, and the economic impact of child labour.
Echoing this consensus, the International Labour Organisation put together, in 1973, a convention establish-
ing at ﬁfteen years the minimum age for admission to employment (Convention C138). Notwithstanding the
need to protect children, there is now a widespread agreement that poverty is the main determinant of child
labour, implying that this phenomenon should be tolerated in poor countries, at least in its non-hazardous
forms (see, e.g., Anker, 2000).
Recently, therefore, the concern about child labour has shifted to its worst forms. In 1999, a new ILO
convention was designed that aimed at banning only those forms of child labour. Two years after its birth,
however, the new ILO Convention C182 is far from having drawn universal support. In particular, the vig-
orous ratiﬁcation campaign launched by ILO has not yet generated much enthusiasm among poor countries,
those with per capita income below $1000.
While it is undeniable that hazardous work has a negative impact on children’s well-being, to ban it requires
an understanding of its determinants, including the role of poverty. For the ban to be successful, it must be
that it does not make poor families worse off. If parents are altruistic, it is difﬁcult to understand why they
would even choose to enlist their children to perform hazardous work. Of course coercion, as in the case of
child slavery and bonded labour, could be an explanation. But not all worst forms of child labour are the
result of coercive forces. In fact, as we show in this paper, coercion is not necessary for altruistic parents to
consent to their children engaging in hazardous and dangerous activities, such as prostitution, begging, and
others.
In this paper therefore, we argue that, although it is intuitive that the worst forms of child labour should be
eliminated, using legislation to ban it may not be welfare improving and can come at the expense of human
capital accumulation in poor countries, unless appropriate mechanisms are designed to mitigate the decline
in child labour wages caused by reduced employment options for children. This result is obtained within
a simple two-period model of parental investment in human capital. A main feature of the model is the
1complementarity between the quality of the nutrition received by a child and his scholastic achievement.
While parents may in fact value their children’s education, they would not be inclined to invest in this
education if education and good health cannot be reconciled. Parents may know that the returns to education
are high in the long run, but those returns can only be captured by a healthy child and well-educated adult,
which makes the quality of the child’s nutrition and schooling complementary. Allowing for part-time child
labour may in fact enhance human capital in the economy. In our model economy, there is a supply of child
labourers in both non-harmful and harmful forms of child labour. Although parents may prefer non-harmful
work, in equilibrium, wages for both types of child labour will adjust to make them indifferent, causing both
forms of child labour to coexist.
Our arguments rely on a series of empirical ﬁndings linking malnutrition and scholastic achievements. Pos-
itive correlations between nutrition and school performance are undisputed (see, e.g., Behrman, 1996, for a
survey). Because of simultaneity problems, however, causality is not straightforward to establish. In fact,
for parents to send their children to school and to provide them with adequate nutrition are simultaneous
decisions. After accounting for this endogeneity of variables, Behrman & Lavy (1997) ﬁnd little effect of
health variables on schooling outcomes, unlike previous estimates ignoring endogeneity problems. Glewwe
& Jacoby (1993) and Alderman, Behrman, Lavy, & Menon (2001) do ﬁnd, however, that poor nutrition
signiﬁcantly delays school enrolment. In essence, health is not a factor determining children’s success in
school because children in schools are healthy, but malnutrition does affect the prospects of children in
general, since a child in poor nutritional status will not be sent to school. This evidence therefore suggests
that there exists a threshold nutritional level below which it is not worthwhile to enrol children in schools.
This will have important implications in our modelling, Section 2. Notwithstanding the above, it is widely
accepted that temporarily malnourished children lack concentration and learn less than children with better
nutrition. The negative effects of short-term malnutrition on schooling outcomes are estimated by Harbison
& Hanushek (1992).
That child labour is an important phenomenon makes no doubt. In many poor African countries, the propor-
tionofchildreninvolved inlabouractivitiesrangesfrom20to30%, dependingontheage-bracket considered
(see, for instance, ILO, 1996; Canagarajah & Coulombe, 1997; Grootaert, 1998). That it may come at the
expense of education is intuitive, yet not necessarily true, as we argue in this paper. Child labour has been
the focus of much reﬂection in recent years (see Basu, 1999, for a survey). Many explanations have been
offered for a practice of which parents themselves often disapprove. In Basu & Van (1998), though parents
are altruistic towards their children, they nevertheless send them to work to provide a necessary income
supplement. In Baland & Robinson (2000), child labour arises because children cannot commit to trans-
fer parts of their future income to their parents to compensate them for supporting their education. Dessy
2& Pallage (2001) show that child labour may also ﬁnd its origin in the lack of a coordination mechanism
between ﬁrms’ decisions to invest in skill-biased technologies and parents’ decisions to send their children
to school. Social norms have also been put forth to rationalise the practice (see, e.g., L´ opez-Calva, 1999).
Market-oriented solutions to child labour are not straightforward to apply. As Basu (2000) points out, for
instance, raising the minimum wage to relax the budget constraint of the poor, has ambiguous effects. It
may in fact induce a larger share of child labourers. Hence the attractiveness of coercive measures such as
those pushed forward by the International Labour Organisation. In most of the literature, including Dessy
(2000), bans on child labour are indeed advocated as Pareto improvements. In fact, Basu & Van (1998) were
probably the ﬁrst to suggest that these bans are not necessarily socially desirable in that they may worsen
the family condition. In the present paper, we show that even selective bans could be detrimental to poor
countries welfare and economic prospects.
In the next section, we develop a model consistent with the empirical evidence on the role of nutrition in
schooling decisions. In Section 3, we discuss our results and conclude.
2 A Two-Period Model
Consider the following two-period economy, with a single consumption good. In the ﬁrst period, there is





childwho lives fortwo periods. Adults and childrendispose of a unit endowment of time, which, for parents,
is entirely allocated to work, but, in the case of children, can be divided between school and work. In the
second period, the children are adult and their parents exit the labour force.
Three main features characterise parental allocation of children’s time use in this model. First, child labour,
depending upon its form, can be harmful to children in the sense that it can adversely affect their ability to
accumulate human capital. Second, there exists a threshold nutrition quality below which schooling is not
worthwhile, which is consistent with empirical evidence (see, e.g., Glewwe & Jacoby, 1993; or Alderman
et al., 2001). Third, the productivity of schooling as a human capital accumulation mechanism positively
depends upon the quality of nutrition received by children, capturing the fact that malnourished students
do not perform as well as the others (Harbison & Hanushek, 1992). More formally, if a child works in an
environment characterised by a degree of hazard





￿ , and receives nutrition of
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, the threshold nutritional quality above





















’ is positive but arbitrarily
small.
Because of its dependence on




captures the effect on the child’s ability
to learn of the environment in which heworks. It is assumedthat the more harmfulthe working conditionsof
the child, the higher the threshold nutritional quality above which schooling for him is a productive human
capital accumulation mechanism. To further simplify the analysis, it will be assumed that there are only two
types of works available to children, a non-harmful form, referred to as type
9 , and a harmful form, referred
to as type











> , implying that type
: child labour puts a higher demand on
nutritional quality in order to correct or alleviate its harmful effects on the child’s ability to learn. Since type
A work is not dangerous, we assume that
￿
￿
; is also the nutritional threshold of a child not involved at all on
the labour market.
Parental preferences and budget constraint
All parents have preferences deﬁned over their level of consumption
@ , as well as over their child’s human
capital when adult. As is standard in the literature on parental investment in education (see, e.g., Glomm,




























denotes the time discount factor and
@ the parent’s own consumption. We assume, without
loss of generality, that an adult’s wage is
￿
￿
. The budget constraint faced by a parent whose child performs
type





























H is a positive, constant parameter which converts one unit of the unique consumption good into









variable which takes value
, if children are prohibited by law from working in environment
￿ , and value
￿ otherwise. Since the utility function is strictly increasing, the budget constraint of Equation (3) will be
binding in the optimum.
Parental decision making














































































































, , i.e., only the
harmful form of child labour is banned, in the spirit of ILO Convention C182.
2.1 No legal restriction on child labour
When there are no legal restrictions on child labour, parents must ﬁrst choose the form of child labour
￿ they






. To solve this two-stage problem, it is convenient
to use backward induction. Given












































































































































































































































. To have a clear picture of the dynamics of child labour and nutrition, consider an
environment where the representative parent is so poor that without child labour, he would not be able to











Condition (10) implies that the representative parent is unable to afford even the child’s minimum nutritional
quality above which it is worthwhile to educate him. Since nutrition is essential for schooling to be human
1We assume that both work forms are mutually exclusive.
5capital enhancing, in such an environment, child labour may become a necessary condition for the child to
be enrolled in school. Hence the following proposition:
Proposition 1 If Condition (10) holds, then child labour is always necessary in this environment, and the
higher the child labour wage, the higher the level of parental investment in both the child’s education and
nutrition.






￿ whenever Condition (10)
holds, given that
2 and
G are both between 0 and 1. Part two simply follows from the sign of the derivatives




A corollary to Proposition 1 is that the human capital achieved by a child working in a given environment
￿
is a positive function of the wage in this environment.
Proposition 1 echoes growing concerns that banning child labour, regardless of its form may not necessarily
enhance human capital accumulation. This idea is formalised in the present paper by the complementarity
between nutrition and schooling time. Schooling, by the demand it puts on adequate nutrition imposes a
liquidity constraint on parents. Observe that the higher
H , the stronger this liquidity constraint, as implied
by Condition (10). In this world of missing capital markets, the liquidity constraint, in turn forces parents
wishing to invest in their child’s education to resort to child labour. Hence the positive association, in a









.2 In other words, Proposition 1 rationalises the lack of universal support
for ILO Convention C138 banning all forms of child labour. In fact, poor economies in our model — those
characterised by Condition (10) — always suffer from signing and enforcing Convention C138. Convention
C182 may therefore appear as an improvement upon its ancestor in the sense that it tolerates non-harmful
forms of child labour. To what extent this new convention actually represents an improvement is analysed
below in the context of a poor economy — one in which child labour is necessary.3
Since we are mainly interested in countries in which child labour is driven primarily by poverty, it will be
assumed henceforth that Condition (10) holds, which, by Proposition 1, also makes child labour a prereq-












> , parents wishing to rely on child labour as a means to invest in their child’s
2Were Condition (10) not satisﬁed, however, we would ﬁnd back the typical negative relation between child schooling and child
labour wage.
3The assumption of identical parents should not be taken as restrictive. Our focus is on poor countries. If the average income
in a country satisﬁes a condition like Condition 10, it means that more than 50% of the population is extremely poor. It also means
that if they were to vote on ratifying the convention, the poor would hold the majority.
6human capital face a trade-off between the harmful effect of the type of child labour they choose and its
beneﬁcial effect, measured by the wage it pays. In equilibrium, the assumption of identical parents implies
that the wages for both types of child labour will adjust to make these parents indifferent. In fact, this is the




































































> , and leaving
the parents indifferent. Consider next an alternative allocation
￿
￿ in which children work and attend school
for the same number of hours as in
￿
￿
> , receive the same nutrition as in
￿
￿
> , but instead of working in
environment B, they work in environment A. This allocation is feasible and yields a higher consumption
level together with a higher future human capital for children. It must be that
￿











transitivity of preferences, it must also be that
￿
￿ is strictly preferred to
￿
￿
; , which means that parents in
the type A environment were not optimising when choosing
￿
￿
; , which contradicts our premise. The same











; . For the second part of the
























































Usingpart 1of this proposition,we know that thenumerator of thefraction inthe right-handside of Equation

































denotes the minimum additional nutritional expenditure a parent must incur if he






represents the wage premium for the harmful form of child labour. A corollary to Proposition 2 is that
unless the wage premium for the worst form of child labour exceeds the minimum additional expenditure in
nutritional quality necessary to alleviate its harmful effects on the child, the two forms of child labour will
never coexist in equilibrium. In other words, in environments in which child labour occurs in both harmful
and non-harmful forms, it must be that the harmful form pays a sufﬁciently high wage to compensate the
4Our problem would be vacuous if type B child labour were not used in equilibrium.
7parents for its deleterious effects on the child.5
Now, it might be important to understand which form of child labour will help children accumulate more
human capital. As the next proposition makes it clear, children working in the non-harmful environment,
ceteris paribus, have higher human capital prospects than children working in hazardous environments.





























Proposition 2 guarantees that the right-hand side of this equation is bigger than 1. Hence the result.
Taken literally, Proposition 3 might lead to the conclusion that a ban on type B child labour, in the spirit of
ILO Convention C182, would be human capital enhancing in poor countries and likely welfare improving.
The point we wish to make, however, is that such a conclusion should not be validated irrespective of the
labour market consequences of reduced employment options for children. One should keep in mind that, in a
poor economy, children have higher human capital prospects, the higher the child labour wage (Proposition
1). This is mainly due to the fact that the higher the wage, the fewer the number of hours a child needs to
work in order to help ﬁnance his nutritional needs. To the extent that both types of child labour would have
coexisted, absent the ratiﬁcation of ILO Convention C182, a ban on type B child labour, and the sudden
inﬂux of child labourers it will generate in type A market, will likely drive down the wage on this market.
How this decline in the child labour wage will affect welfare and human capital prospects therefore needs
to be carefully assessed. In the coming lines, we ﬁrst evaluate the welfare consequences for a poor country
of adopting the ban on the worst forms of child labour. We then compare per capita human capital in an




In absence of the ban on the worst forms of child labour, the household’s welfare, from the point of view of
5We would like to stress the fact that this does not apply to slavery or debt bondage, which our model is not equipped to analyse.
8the altruistic parent whose child is involved in type



































































: , where the residual term






















































































































































; denotes the new child labour wage following enforcement of the convention.
In absence of legal restrictions on child labour, type
9 and type
: households will have identical welfare
levels. Therefore, to investigate the welfare implications of ILO Convention C182, it sufﬁces to compare the
welfare of a type
9 household in absence and in the presence of a ban on the worst forms of child labour.
For expository convenience and without loss of generality, we restrict ourselves to the richest of the poor

































































































































. Hence the following proposition:
























; is likely to obtain in a poor country, one in which child labour is necessary.
In that context, following a ban on the worst forms of child labour, children who would have been found
6The preferences of children are implicit in this welfare formulation, since parents are altruistic and care about their children’s
future human capital.
9working in harmful jobs will now all apply for non-harmful ones. This in turn, ceteris paribus, will put








; . Proposition 4 therefore implies that poor countries
do not beneﬁt from ratifying Convention C182, because it fails to enhance household welfare.
Although it is intuitive that the harmful forms of child labour should be abolished, their existence in a poor
economy helps maintain the wage for other forms of child labour sufﬁciently high that children may need to
work less to help ﬁnance adequate nutrition quality.
We have assumed that adult wages are not affected by the adoption of Convention C182. One might think
that our results crucially depend on this assumption. We want to argue that, if adult wages respond to the
new legal environment, they will likely be decrease. In fact, the evidence on the substitutability of adult and
child labours is at best mitigated (see, e.g. Galbi, 1997; Anker, 2000). If substitutable in non-hazardous
environments, those two forms of labour will face higher competition, following the ban on the worst forms
of child labour, with negative consequences on both adult and child wages on these markets. Since non-
hazardous activities often take place in the formal sector (e.g., newspaper delivery), substitutability between
child and adult workers is most likely in those activities. Whether substitutability may also hold in harmful
activities, however, we do not know. But, as Anker (2000) puts it, one way (possibly the best way) to enforce
a ban on hazardous child labour is to ban hazardous activities, which would imply that no adult would gain
from the ban.7 For all these reasons, we believe that our results are not sensitive to the assumption that adult
wages are unaffected by the ban.
Human capital accumulation
Our results imply that Convention C182 should be rejected by poor countries on the basis of welfare. Poli-
cies, however, are often adoptedon the basis of simpler indicators, such as per capita grossdomestic product
or (equivalently in this paper) human capital accumulation. Could Convention C182 also be rejected on the






, denote the equilibrium proportion of children involved in the harmful form of child labour. The
per capita human capital accumulated by children in this economy, absent any legal restriction on children’s































































































￿ . The second line of the above
equation is obtained after substituting in the optimal human capital accumulation rules.
7In any case, the wage effects of replacing children by adults, if positive, are extremely small (see Anker, 2000).
10Again, without loss of generality, we focus on the richest of the poor countries satisfying Condition (10).
Suppose that the government of a country whose economy is characterised by Condition (15) is willing
to ratify the new ILO Convention C182 only if this convention can enhance human capital accumulation.
Assuming that enforcement of this ban on the harmful form of child labour is effective, and that Condition






























If instead the country’s government declines to ratify this convention, under Condition (15), per capita






















































; is sufﬁciently high, it
is unlikely that Convention C182 will outperform the status quo in terms of per capita human capital. The
following proposition is clear:
Proposition 5 In countries in which Condition (15) holds, but Condition (18) is violated, ratifying the new
ILO Convention C182 will not enhance human capital accumulation.
Note that both sides of Inequality (18) are dependent on
⁄ , which makes it quite impossible to draw clear-
cut answers as to the circumstances under which a country’s human capital may be boosted by Convention
C182. Wedowantto highlight thefact, however, that banningtheworstformsof childlabour hasambiguous
effects on the average human capital in poor countries. Whether a ban on harmful forms of child labour can
be human capital enhancing or not, is far from trivial. In fact, it depends on the effect of the selective ban
on the wage paid for the remaining type of child labour.
3 Discussion and conclusion
Without appropriate accompanying policies, Convention C182 on the worst forms of child labour should be
rejected by poor countries. We show that this convention worsens the condition of poor families. Blindly
banning harmful forms of child labour would be ignoring that such activities have an economic role, that
11of keeping the wage for other forms of child labour sufﬁciently high to help poor families provide adequate
nutrition to their children attending school. We further show that this convention may in fact reduce the
average human capital prospects of a poor country, which makes the adoption of such convention on the
basis of development highly questionable.
Convention C182, combined with an appropriate food-for-education program, may in fact boost support for
a ban on harmful forms of child labour. Because it relaxes the liquidity constraint of the very poor, this
food-for-education program may induce more time spent at school, which may be sufﬁcient to offset the
negative effects of the sudden increase in the supply of child labourers on type A job market, following the
ban.
Of course food-for-education programs cannot be evaluated in a partial equilibrium setting. The question
of their ﬁnancing needs to be addressed, which may temper our conclusion. One could argue that such pro-
grams might be ﬁnanced by international aid. Pallage & Zimmermann (2000) have studied the possibility
to use international transfers to buy out child labour. They ﬁnd, however, that the required transfers signiﬁ-
cantly exceed the willingness to pay of rich countries. Furthermore, our model is not equipped to take into
account the adverse effects food-for-education programs may have on fertility decisions, for instance, or the
stigma that may be attached to them, often leading parents to disregard the option to subscribe to them.
We worked throughout with the assumption of identical parents. One might argue that this lack of hetero-
geneity in the distribution of human capital across parents weighs heavily on our results. Such is not the
case, however. If a country satisﬁes a condition resembling Condition (10), it implies that more than half its
population would suffer from the ban on worst forms of child labour. The ban, in such country, would never
be part of a voting equilibrium.
Our results should not be interpreted as suggesting that child prostitution or dangerous work are good and
should be encouraged. They suggest that these activities have an economic role in poor countries which
cannot be ignored. Banning them without taking appropriate steps may have adverse effects on the well-
being of families and possibly on human capital accumulation in the poorest countries.
Rich or middle income countries should not have problems ratifying ILO Convention C182 because, for
them, education is negatively related to child labour wages. The ban is therefore likely to stimulate human
capital accumulation. However, for those interested in rallying poor countries around this new convention,
a lot needs to be done in order to compensate parents for the welfare loss implied by the convention.
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